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Sales $323,300,000 
Income Before Taxes $ 16,325,000 
Net Income Before Extraordinary Items $ 8,135,000 
Extraordinary Items — Net Gain axe 
Working Capital at December 31 $ 68,068,000 
Capital Expenditures (including expenditures 
for acquiring new subsidiary and associated 
companies) $ 27,288,000 
Common Shares Outstanding at December 31 9,794,161 
Earnings a Common Share Before 
Extraordinary Items $ 0.81 
Dividends a Common Share $ 0.60 
Number of Shareholders at December 31 
Common 7,883 
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Consolidated sales in 1971, at 
$349,171,000 advanced eight per cent 
from the previous year. Aided by an 
upturn in the Canadian economy, a 
higher volume of business was achiev- 
ed in the Company's established lines. 
Results of a planned policy of diver- 
sification and the contribution from 
new businesses acquired late in 1970 
also began to appear. 


Net income, before extraordinary items, 
showed an encouraging gain of 16 

per cent after a disappointing year in 
1970. This improvement is attributable 
to successful efforts to increase sales 
along with continuing attention to 
operating effectiveness. These results 
are the direct effect of two programs 
which have been emphasized in recent 
years and which show encouraging 
progress; the diversification of our 
business and the development of the 
full potential of our employees. In a 
sense the two are related, for the skills 
and innovative talents that have in- 
creased sales and operating effect- 
iveness have also supported ventures 
into new business areas. 


The short term outlook for the Can- 
adian economy is much improved, 
although basic weaknesses remain. In 
the chemical industry, for example, 
modern plants of optimum size can 
seldom be justified because of the 

small domestic market and limited \ 
access to export markets. This is one 
reason why Canada’s requirements for 
industrial and other chemicals are in- 
creasingly being met by imports. Since 
1967 imports have supplied 70 per cent 
of the increase in Canadian demand for 
these products. Other reasons contribut- 
ing to this trend have been the Kennedy 
Round of tariff negotiations, the change 
in the Canadian anti-dumping regula- 
tions and the rising exchange rate of the 
Canadian dollar. 
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Architect's sketch showing what Good- 
fellow’s Mississauga plant will look like 
when completed at end of 1972. 


CIL polyethylene film extrusion line in oper- , 
ation, Film available in widths from 6 feet 
to 40 feet. 


Canadian industry, meanwhile, is 
faced with serious problems of adapt- 
ing to recent and pending legislation 
affecting income tax, labour relations, 
competition and foreign investment. 
Much of this legislation will impose 
new costs and constraints on industry 
at a time when Canadian produced 
goods are subject to greater competi- 
tion than ever before in both the do- 
mestic and international markets. There 
is therefore an urgent need for a clear- 
er definition of industrial policy by the 
Canadian Government and a coord- 
inated strategy between departments 
and at all levels of government to es- 
tablish economic objectives and goals 
within which industry can grow and 
provide higher employment. Increased 
understanding and cooperation be- 
tween industry and government are 
essential to provide an environment in 
which industry can play its full part in 
meeting its responsibilities to its em- 
ployees, customers, shareholders and 
the community at large. 


Having recognized some time ago the 
limitations on profitable growth in 

parts of the chemical industry, CIL 

took positive steps to broaden its 
interests. New areas of growth related | 
to the resource and service industries 


— 


have been identified ; these are fields 
where CIL’s technology and mana- 
gerial skills can be used to advantage. 
The Company has been directing some 
of its resources into these sectors. In 
1970 we entered the heavy mining 
equipment and geophysics businesses 
and also became more fully involved in 
the design and operation of plants for 
producing pulp bleaching chemicals 
and for the abatement of industrial pol- 
lution. In 1971 we expanded in the 
field of mining chemicals and pressed 
further into pollution abatement 
services. 


While we have been actively seeking 
business opportunities in Canada, our 
association with Imperial Chemical 
Industries Limited has helped us in 

new business activities outside Canada. 
Two of the companies in which CIL 
acquired a controlling interest in 1970 
operate on a worldwide basis: 
Chemetics International Limited in the 
design and installation of specialized 
equipment and processes ; and McPhar 
Geophysics Limited in the supply of 
exploration services to the mining in- 
dustry. A third company, West African 
Explosives and Chemicals Limited, 
located in Liberia, supplies an increas- 
ing sector of the west African market 
for explosives and sporting ammu- 
nition. 


Accompanying our search for new 
areas of investment is a continuing 
review of those of our businesses 
which appear unlikely to contribute to 
the achievement of our objectives. In 
line with this policy the Company sold 
its 60 per cent interest in Millhaven 
Fibres Limited as of September 30. 


While major attention has been given 
to the new direction the Company has 
taken, efforts to improve the perform- 
ance of its traditional businesses have 
not slackened. However, prices for our 


products have not kept pace with in- 
flationary pressures on costs. Had it 
not been for the efforts of all em- 
ployees to improve the effectiveness of 
operations the profit picture would 
have been less encouraging. 


Throughout the year close attention 
has been given to our organization and 
effective use of people to ensure that 
internal services are appropriate to the 
needs of the business. Some activities 
have been curtailed or restructured, 
while others have been introduced to 
suit the changing requirements of the 
Company. 


In summary, CIL’s planning in the past 
few years, which has identified new 
directions of profitable growth, is 
beginning to bear fruit. Given reason- 
ably favourable economic conditions 
and the resolution of some of the 
problems of the chemical industry, 

we are confident the Company will 
achieve its goal of improved earnings 
in 1972 and in the years ahead. 


On behalf of the Board of Directors 


Leonard Hynes 
Chairman 


pe 


E. L. Hamilton 
President 


Montreal, Quebec, March 17, 1972 


Typical on-site manufacturing plant for 
blasting agents and slurry explosives. 


Financial 


Consolidated sales of the Company re- 
sumed their upward trend in 1971 and, 
at $349,171,000 were $25,871,000 
above the 1970 level. Improved sales 
were achieved in most business areas 
during the year, with significant in- 
creases occurring in chemicals, com- 
mercial explosives and the subsidiary 
companies acquired in 1970. 


The improved sales level together with 
better operating efficiencies resulted in 
a 32 percent increase in pretax income. 
This gain was tempered, however, by 

a substantially higher provision for in- 
come taxes in 1971 due to the ces- 
sation of certain tax benefits applicable 
in the previous year. 


Net income for 1971, before extraordi- 
nary items, was $9,458,000, equivalent 
to $0.95 a common share, compared 
with $8,135,000 or $0.81 a common 
share in 1970, an increase of 16 per 
cent. 


Operating results of all subsidiary com- 
panies are included, with the excep- 
tion of the Goodfellow companies which 
were acquired in December. The earn- 
ings of Millhaven Fibres Limited, in 
which our interest was sold as of Sep- 
tember 30, 1971, are included for the 
nine month period only. 


Extraordinary items amounted to 
$6,992,000, arising from the net gain ‘ 
on divestments, principally Millhaven 
Fibres Limited, less a write-down of 
certain manufacturing facilities whose 
earning capacity has declined as the re- 
sult of commercial and technological 
obsolescence. 


Depreciation of $19,728,000 was charg- 
ed to operations during 1971, about 

the same as in the previous year. The 
Company has continued its policy of 
writing off the cost of each plant or 
facility on a straight line method based 


on its estimated economic life. Produc- 
tive facilities are reviewed annually and 
consideration is given to technological 
and commercial obsolescence as well 
as physical condition. 


Expenditures for new plant facilities at 
$16,805,000 were somewhat higher 
than in the previous year. Principal 
projects were ammonia storage facil- 
ities, equipment for the extrusion of 
agricultural and industrial film, new 
xanthates facilities, additional on-site 
plants for high explosives and new 
fertilizer outlets. The unexpended 
balance on approved capital projects 
at the year end was $9,921,000. 


New investment in subsidiary com- 
panies was down substantially from 
that of a year ago, the only significant 
expenditure being the purchase of the 
Goodfellow group of companies. This 
purchase was made in December 1971 
and only the assets and liabilities of 
these companies are included in the 
consolidated figures at the year end. 


A total of $2,171,000 of 3% per cent 
debentures due in 1974 was purchased 
during the year. These purchases vir- 
tually complete the sinking fund re- 
quirements for this issue. 


Dividends on the 7% per cent preferred 
stock were paid quarterly and dividends 
on the common stock were maintained 
at $0.60 a share for 1971. 


Working capital at the year end amount- 
ed to $87,015,000. The increase of 
$18,947,000 from a year ago mainly 
reflects the proceeds from divestments 
made in the latter part of the year. 


Sales by Major Business 
Classes 1971 


Disposition of Sales 
Revenue 1971 


. 


a Retained in Business 1.0% 
b Dividends 1.7% 
c Taxes 2.8% 
d Depreciation 5.6% 
e Interest, Rent and 
Other Expenses 8.0% 
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Operations 


1970 1971 


Industrial and 
Agricultural Chemicals 


Industrial and Agricultural 
Chemicals 

/ndustrial Chemicals 

Reflecting an improved demand for 
industrial chemicals and the addition 
of new manufactured and resale pro- 
ducts, sales were well ahead of those 
in the previous year. 


Caustic soda and chlorine sales re- 
mained at a high level despite occasion- 
al slackness as a result of temporary 
shut-downs in the pulp and paper indus- 
try. At the request of Northern Industrial 
Chemicals Limited, CIL contracted to 
manage their chloralkali plant at Saskat- 
oon and is marketing part of the output. 


The development and sale of chemical 
technology to the pulp and paper in- 
dustry has grown rapidly through the 
efforts of Chemetics International 
Limited (formerly Chemech Engineer- 
ing Limited), a wholly-owned sub- 
sidiary company, which also specializes 
in the design and construction of en- 
vironmental improvement systems. 
During 1971 Chemetics sold the world’s 
first oxygen bleaching system to a kraft 
mill in the United States, and a great 
deal of interest is developing in this 
technology. A sodium chlorate plant 
was designed for a New Zealand man- 
ufacturer and negotiations for similar 
business are proceeding in other 
countries. Chemetics is also marketing 
stainless steel coolers, of unique CIL 
design, which are being sold interna- 
tionally for sulphuric acid manufacture. 


To supplement the output of its plants 
at Copper Cliff, CIL has made arrange- 
ments to market sulphuric acid from 
other sources, enabling it to expand 

its sales and distribution activities for 
this basic chemical. 


Plants were brought on stream this 
year at Copper Cliff, Ont. and Thomp- 
son, Man. for the manufacture of 


xanthates in liquid form. Xanthates are 
flotation agents used in the extraction 
of metallic ores. CIL’s manufacturing 
capability for these chemicals was sup- 
plemented by the purchase of a solid 
xanthates plant in Edmonton from 
Celanese Canada Limited. 


Phasing out of production is proceed- 
ing smoothly at Hamilton, where the site 
was sold in 1969. Several of the opera- 
tions are being replaced at our Cornwall 
site with more modern processes. 


Despite unsettled business conditions, 
Alchem Limited experienced a healthy 
growth in sales of water treatment 
chemicals and other products. Can- 
adian Hanson Limited suffered a de- 
cline in business, largely owing to a 
reduced demand for nickel and plating 
equipment. 


Agricultural Chemicals 

Fertilizer sales were higher in 1971 as 
volume expanded and prices were 
slightly improved. 


CIL’s “Agromart” program is proving 
an effective way of distributing a large 
volume of the Company's fertilizers 
and other farm-related products. 
Wherever possible, these marketing 
centres are organized as joint ventures 
between CIL and local businessmen. 


The Company's fertilizer manufactur- 
ing facilities near Sarnia operated at 
a high level through 1971. Additional 
ammonia storage tanks have been 
acquired to cushion further the effect 
of highly seasonal demands. 


Despite these encouraging signs, the 
fertilizer business in Canada, as re- 
ported in a recent study commissioned 
by the Canadian Fertilizer Association, 
is generally unprofitable to the man- 
ufacturers of basic fertilizer materials. 
The results of CIL’s fertilizer operations 
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Explosives and 
Related Businesses 


are not greatly different from those of 
the industry; however some improve- 
ment in the inadequate price levels has 
been achieved. 


Sales of Chipman Chemicals Limited in- 
creased from the previous year owing to 


broader use of plant protection products. 


Explosives and Related Businesses 
Explosives 

An improvement in the volume of 
construction during the year was re- 
flected in an increase in domestic sales 
of commercial explosives and acces- 
sories. Export sales benefited from a 
higher level of mining and construction 
activity in the Caribbean and South 
American areas. 


Four additional on-site explosives 
mixing plants were brought into opera- 
tion in Canada and one in Liberia to 
serve large open pit mining operations. 
Late in the year a new slurry explosive, 
“Powermex’’, was introduced in a 
small diameter package. Because of its 
improved efficiency and safety this 
product has considerable potential in 
construction and underground mining. 


Sales of defence products under the 
Canada—U.S.A. Defence Sharing Agree- 
ment decreased sharply in 1971. In 
view of the decline of this market, 
operations at the Valleyfield plant are 
being reduced and processes convert- 
ed, where feasible, to the manufacture 
of commercial explosives. 


Mining Services 

Sales of mining equipment by Jarvis 
Clark Company Limited were substan- 
tially above 1970 because of mechaniz- 
ation programs in the underground 
operations of several major customers. 


A recession in base metal exploration 
lessened demand for the services of 
McPhar Geophysics Limited, although 


the company has been able to retain 

its share of the market. Export sales of 
surveying instruments have been strong, 
however, and the company’s survey 
capability in Australia and South East 
Asia has been expanded. 


Sporting Ammunition 

A slight improvement in sales of sport- 
ing arms and ammunition was achieved 
in 1971, despite a less advantageous 
position opposite foreign manufactur- 
ers, mainly due to the higher exchange 
rate on the Canadian dollar. 
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Paints and Pigments 


Other Products 


Paints and Pigments 

Sales, including those of subsidiary 
companies in western Canada and 
Jamaica, showed a moderate advance 
over the previous year. A decline in 
orders from industrial customers was 
more than offset by improved sales of 
retail paints, automotive refinishes and 
certain specialty products. The instal- 
lation of new facilities for the manu- 
facture of aerosol paint sprays contri- 
buted to sales in the the specialty 
market. 


More efficient manufacturing of retail 
paints was achieved this year as obso- 
lete facilities were replaced late in 1970 
by a modern production and distribu- 
tion centre in the Toronto area. 


Other Products 

Plastics 

The Edmonton plant continued to oper- 
ate at full capacity and sales of manu- 
factured polyethylene resin increased 
slightly from the previous year. Sales 

of film and packaging products were 
up significantly, while gains were also 
recorded in resale plastics, especially 


polypropylene. 


A large new polyethylene extrusion line 
was installed at Edmonton for the man- 
ufacture of wide, heavy-gauge film for 
construction, agricultural and industrial 
uses. This unit, which started produc- 
tion in December, is the only one of its 
kind in western Canada. It supplements 
the output of the Brampton plant which 
serves the market in eastern Canada. 


Fibres 

Sales of Millhaven Fibres Limited to 
September 30, when CIL sold its inter- 
est, were slightly above those achieved 
for the corresponding period in 1970. 
A major factor was an improvement in 
domestic sales of polyester filament 
yarn to meet the demand for double- 
knit fabrics. Overseas competition and 
lower prices adversely affected domestic 
tire yarn sales. 


Pollution Abatement 
Activities 


For many years CIL has been keenly 
aware of its responsibility for the quality 
of the environment. We have cooper- 


ated closely with government authorities 


in pollution control and have assisted 
from time to time in the establishment 
of safe environmental standards. 


Through a rigorous examination of our 
plants we have improved our facilities 
for the disposal of effluents to ensure 
that they meet or exceed such safe 
standards. This program, which has 
been active for some time, is still con- 
tinuing in an effort to overcome any 
remaining problems. In 1971 specific 
improvements to process equipment 
have been made or are under way at 
Lambton, Copper Cliff, Beloeil and 
Brownsburg to minimize or remove 
harmful elements from liquid and gas- 
eous effluents. 


Several of the processes introduced in 
our plants in the course of this program 
have been designed and developed 

by CIL. In fact, our knowledge and 
experience in this field have led to the 
identification of pollution control as 

a new area of business expansion. 
Chemetics International Limited 
designs and installs effluent treating 
processes. 


Expanding its activities in this field in 
1971, CIL acquired all the shares of the 
Goodfellow group of companies which 
are engaged in liquid waste disposal. 
This group operates a plant near Sarnia 
for the disposal of liquid industrial 
wastes of companies in that area. 
Similar plants are under construction 
near Toronto and Montreal to service 
industries in these two major industrial 
areas. CIL will bring to these enter- 
prises its extensive background in the 
treatment of difficult industrial wastes 
as well as its research capabilities and 
patented processes. 
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CIL further extended its participation in 
the pollution abatement field early in 
1972 through the acquisition of a 50 
per cent interest in Eco-Research Lim- 
ited of Pointe Claire, Que. This is a 
consulting company providing environ- 
mental survey and measurement serv- 
ices to industry and government. 


CIL’s “Flocor” pollution abatement instal- 
lation at McCain's potato processing plant, 
New Brunswick. 


Distribution 


Employees 


Directors 


ClL serves a widespread market in 
Canada and the United States and, toa 
smaller extent, elsewhere in the world. 
Distribution of goods is therefore a 
significant factor in the cost of doing 
business. The Company has emphasized 
the importance of providing its custom- 
ers with a high standard of service 
while at the same time keeping trans- 
portation costs to a minimum. 


Within the last few years modern dis- 
tribution centres have been established 
in major communities for regional ware- 
housing and delivery of Company prod- 
ucts, while obsolete facilities and cer- 
tain small local warehouses have clos- 
ed. New office buildings were opened 
this year adjacent to the Montreal and 
Vancouver warehouses to permit more 
effective operation by district sales and 
distribution staffs. 

A storage depot for sulphuric acid was 
brought into operation at Sorel and 
another is under construction at Niag- 
ara Falls. These depots will enable the 
Company to make greater use of unit 
trains, first used in Canada by CIL. 
These trains are devoted entirely to the 
transportation of a single commodity 
on a regular scheduled basis to meet 
customer needs, thus affording sub- 
stantial freight savings. 


The total number of employees in CIL 
and subsidiary companies at the year end 
was 8,600, a 12 per cent reduction from 
1970. The change is attributable largely 
to the sale of the Company's interest in 
Millhaven Fibres Limited and to the 
extensive efforts made during the year 
to ensure that manpower resources were 
balanced with the changing needs of 
the business. Recruiting was curtailed 
and some staff relocated. The Directors 
gratefully acknowledge the cooperation 
of all employees in seeking opportu- 
nities to improve the effectiveness of 
the business in this challenging period. 


In view of the difficulties faced by many 
students in finding employment to fi- 
nance their continuing education, a 
special effort was made to provide 
summer employment opportunities. In 
1971, as in the previous year, this pro- 
gram resulted in over 400 students being 
employed during the vacation season. 


Eighteen collective agreements cover- 
ing 30 per cent of payroll employees 
in the Company and subsidiaries were 
renegotiated during 1971. At the year 
end negotiations were in progress at 
five locations. 


The steady decline since 1966 in the 
Company's accident frequency rate was 
unfortunately set back in 1971 and two 
employees died as a result of accidents 
at work. This is a matter of great con- 
cern to management and high priority 
has been assigned to a complete re- 
examination of safety practices and 
programs throughout the Company. 


Three directors did not stand for re- 
election at the Annual General Meeting 
held in April 1971. They were the Hon. 
T. D'Arcy Leonard, C.B.E., O.C., and 
Mr. John A. MacAulay, 0.C., who had 
served on the Board since 1959 and 
Mr. W. G. C. Cashford who had served 
since 1961. Mr. P. T. Menzies and Mr. 
J. D. Rose, who have been directors 
since 1968, are retiring from Imperial 
Chemical Industries Limited at the end 
of March and will not be standing for 
re-election as directors of the Com- 
pany at the Annual General Meeting in 
April 1972. The Board extended its 
appreciation to them for many years of 
devoted service to the Company. 


A by-law, ratified by the shareholders 
in April 1971, reduced the number of 
directors from 15 to 12. 


The directors record with sorrow the 
passing on August 9, 1971 of Mr. 

J. C. Lessard, who had been a member 
of the Board since October, 1969. 

Mr. Roger DeSerres was appointed 

to fill the vacancy created by the death 
of Mr. Lessard. 


The directors report with sadness the 
loss of Mr. Rhys Bevan, a vice-president 
who died on October 24, 1971. 


for the Year Ended December 31, 1971 
(with comparative figures for 1970) 


1970 
Sales $323,300,000 
Income from investments 1,157,000 
324,457,000 
Cost and Expenses: 
Operating costs excluding depreciation 283,705,000 
Provision for depreciation 19,775,000 
Long term debt interest, discount and expense 4,652,000 
308,132,000 
Income before provision for income taxes 16,325,000 
Provision for income taxes 6,477,000 
Net Income including minority shareholders’ interest 9,848,000 
Minority shareholders’ interest in the income of subsidiary companies 1,713,000 
Net Income before Extraordinary Items 8,135,000 
Extraordinary items — Net (Note 8) ae 
Net income after extraordinary items 8,135,000 
Retained Earnings at Beginning of Year 51,930,000 
60,065,000 
Deduct: Dividends 
Preferred stock — 74% 174,000 
Common stock — 60 cents a share 5,876,000 
6,050,000 
Retained Earnings at End of Year $ 54,015,000 
Earnings per Common Share, after Preferred Dividends 
Before extraordinary items $ 0.81 
After extraordinary items $ 0.81 


The notes to the consolidated financial 
statements are an integral part thereof. 


for the Year Ended December 31, 1971 
(with comparative figures for 1970) 


1970 
Working Capital at Beginning of Year 
(after elimination of Millhaven Fibres Limited Working Capital — January 1, 1971) $ 65,836,000 
Source of Funds 
Funds from operations — 
Net income for the year before extraordinary items 8,135,000 
Depreciation and amortization 19,854,000 
Deferred income taxes 800,000 
28,789,000 
Long term debt 3,432,000 
Payment on long term note receivable 2,700,000 
Sale of fixed assets 1,091,000 
Sale of subsidiary company and other investments = 
Change in minority interest in subsidiary companies 1,082,000 
Total 37,094,000 
Application of Funds 
Dividends 6,050,000 
Additions to fixed assets 14,798,000 
Acquisition of subsidiaries and shares in associated companies 11,717,000 
Retirement of long term debt 2,297,000 
Total 34,862,000 
Increase in Working Capital 2,232,000 
Working Capital at End of Year $ 68,068,000 


The notes to the consolidated financial 
statements are an integral part thereof. 
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at December 31, 1971 
(with comparative figures for 1970) 


Assets 1970 
Current 
Cash, and deposits at interest $ 8,532,000 
Marketable securities, at cost (market value $382,000 ; 1970 $878,000) 809,000 
Accounts and note receivable 53,230,000 
Inventories at the lower of cost and net realizable value (Note 2) 58,475,000 
Prepaid expenses 2,459,000 
123,505,000 
Note Receivable due after 1972 5,400,000 
Fixed (Note 3) 
Buildings and equipment 311,895,000 
Less : Accumulated depreciation 164,581,000 
147,314,000 
Land at cost 8,315,000 
155,629,000 
Unamortized Debenture Discount and Expense 801,000 
Shares of Associated Companies at Cost 
less amounts written off 3,757,000 
$289,092,000 


On behalf of the Board: 


James Sinclair 


E. L. Hamilton } Directors 
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Liabilities 


1970 


I ES 


Current 
Bank loans and acceptances $ 13,135,000 
Accounts and notes payable and accrued liabilities 37,631,000 
Federal and provincial income taxes 3,058,000 
Dividends declared 1,613,000 
55,437,000 
Long Term Debt (Note 4) 83,585,000 
Minority Shareholders’ Interest 
in capital stock and retained earnings of subsidiary companies 14,829,000 
Deferred Income Taxes (Note 5) 5,035,000 
Shareholders’ Equity 
Capital Stock Shares 
72% Cumulative preferred shares of $50 par value 
Authorized and issued 46,500 2,325,000 
Common shares of no par value 
Authorized 13,500,000 
Issued 9,794,161 73,866,000 
Retained Earnings 54,015,000 
130,206,000 
$289,092,000 


The notes to the consolidated financial 
statements are an integral part thereof 


Auditors’ Report 
Touche Ross & Co. 


The Shareholders, 
Canadian Industries Limited 


We have examined the consolidated balance 
sheet of Canadian Industries Limited and its 
subsidiaries as at December 31, 1971 and the 
consolidated statements of income and re- 
tained earnings and source and application of 
funds for the year then ended. For Canadian 
Industries Limited and those subsidiaries of 
which we are the auditors, our examination 
included a general review of the accounting 
procedures and such tests of accounting 


records and other supporting evidence as we 
considered necessary in the circumstances. 
With respect to those subsidiaries of which we 
are not the auditors, we have carried out such 
enquiries and examinations as we considered 
necessary in order to accept for purposes of 
consolidation the reports of the other auditors. 

In our opinion these consolidated financial 
statements present fairly the financial position 
of the companies as at December 31, 1971 


and the results of their operations and the 
source and application of their funds for the 
year then ended, in accordance with generally 
accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


ga oy Coie: + oe 


Chartered Accountants 
Montreal, Canada, February 11, 1972 


Notes 


to Consolidated Financial Statements for 
the Year Ended December 31, 1971 


1 Basis of Consolidation 


The accounts of the following com- 
panies are included in the Consolidated 
Statements: 


Canadian Industries Limited 
Subsidiary Companies : 

Alchem Limited 

Bapco Paint Ltd. and subsidiary 
companies 

Campbell Manufacturing Company 
Limited 

Canadian Hanson Limited 

Canadian Safety Fuse Company Limited 
Chemetics International Limited and 
subsidiary company 

Chipman Chemicals Limited 

CIL Ammunition Inc. 

CIL International Limited and 
subsidiary company 

Hanbonel Corporation and subsidiary 
company 

Continental Explosives (Alberta) 
Limited and subsidiary companies 
Defence Industries Limited 

Jarvis Clark Company Limited 

McPhar Geophysics Limited, subsidiary 
companies and related company 
Mastex Investments Limited 

West African Explosives and Chemicals 
Limited 


During the year, the Company acquired 
controlling interests in the following 
companies: 

Ferminox Inc. 

Goodfellow Enterprises (Sarnia) Ltd. 
and related companies 


Murray's Farm Supply Limited 
Selected Swine Services Limited 
Univex Plastics Limited 


These companies have also been in- 
cluded in the Consolidated Statements, 
with the exception of the Goodfellow 
group of companies acquired in Decem- 
ber. The assets and liabilities of the 
Goodfellow group have been conso- 
lidated, but the results of operations 
have been excluded. 

The results of operations of Millhaven 
Fibres Limited, a subsidiary company 
until it was sold on September 30, 1971 
have been included for the period to 
date of disposal in the consolidated 
statement of income and retained 
earnings. 

Certain subsidiary companies have 
fiscal years ending prior to December 
31,1971. These companies have been 
included in the Consolidated State- 
ments as of the fiscal periods ending 
in 1971. 

In consolidating its accounts with 
those of its subsidiaries the Company 
follows a policy of adding to or de- 
ducting from consolidated fixed assets 
the difference between the cost of its 
investments in subsidiaries and the net 
book value of assets at date of acquisi- 
tion. In this connection a net amount of 
$7,652,000 was included in fixed assets 
at December 31, 1971. 


2 Inventories 


1971 1970 


The inventories are classified as follows: 
Raw materials 

Goods in process and finished goods 
Stores and supplies 


$13,201,000 
34,542,000 
2,076,000 


$14,757,000 
40,403,000 
3,315,000 


$49,819,000 $58,475,000 
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3 Fixed Assets 


4 Long Term Debt 


Buildings and equipment are carried at 
cost less accumulated depreciation. 

Depreciation is provided on the 
straightline method applied to the esti- 
mated useful life of the assets. 


It is estimated that expenditures of 
$9,921,000 will be required to complete 
projects authorized prior to December 
ehh SSA. 


Canadian Industries Limited: 
3%% sinking fund debentures due 
November 15, 1974 

Less: Purchased and cancelled 


$25,000,000 
12,218,000 


$25,000,000 
10,047,000 


5%% debentures due December 1, 1977 
554% debentures due December 1, 1984 
Interest free notes 

Other 


Millhaven Fibres Limited : 

7 4% First Mortgage bonds due 
December 1, 1986 

Interest free notes — Series “’B”’ 
due December 2, 1986 


12,782,000 
20,000,000 


14,953,000 
20,000,000 
30,000,000 30,000,000 
2,896,000 1,792,000 
400,000 — 


15,000,000 


— 1,840,000 
$66,078,000 $83,585,000 


Under the terms of the Trust Agreement 
dated November 15, 1954 relating to 
the 3%% sinking fund debentures, the 
Company is required to pay the trustee 
for sinking fund purposes $1,250,000 
in each of the years 1972 to 1974. 


Prior to December 31, 1971 the Com- 
pany had purchased and cancelled 
sufficient debentures to meet the 
sinking fund requirements for 1972, 
1973 and most of 1974. 


5 Deferred Income Taxes 


O74 1970 


Balance at beginning of year 


$5,035,000 $4,235,000 


Current year deferment relating to capital cost 
allowance deductible for tax purposes in excess 


of depreciation charged to operations 


Elimination of deferred taxes applicable to 


Millhaven Fibres Limited 


5,161,000 800,000 


(2,492,000) 


Reduction resulting from the write-down of 


certain fixed assets 


(3,394,000) = 


Balance at end of year 


$4,310,000 $5,035,000 


6 Contingent Liabilities 


The Company has contingent liabilities 
of $711,703 with respect to the 
guarantee of loans to other companies 


and other contingent liabilities of 
$1,412,000. 


184) 


7 Pension Plan The Company and most of its sub- with the terms of the plan. In the opinion 
sidiaries have a pension plan covering of the consulting actuaries, these funds, 
the majority of their employees. The together with contributions being made 
contributions made by the companies by the companies and their employees, 
and their employees are deposited in are sufficient to meet the estimated 
an irrevocable trust fund in accordance liabilities under the plan. 


8 Extraordinary Items Net extraordinary gains of $6,992,000 realized 
during 1971 consist of the following: 
Gain on disposal of investment in a subsidiary 
company and of certain other assets $ 9,238,000 


Portion of prior year provision no longer required 

for expenses in connection with a plant shutdown 

and a recovery of a portion of investment in an 

associated company previously written down 1,800,000 


11,038,000 


Deduct: 

Write-down of certain fixed assets and sundry 

investments $7,440,000 

Less: applicable deferred income taxes 3,394,000 4,046,000 


$ 6,992,000 


9 Remuneration of Directors and 171 1970 
Senior Officers of this Company 


Number Amount Number Amount 


As directors 15 $ 32,000 16 $ 37,000 
As officers 1 7/ 687,000 15 618,000 
Officers who are also directors 3 3 


The Board of Directors was reduced re-election. During 1970 one director 
from fifteen to twelve during the year resigned. 
and three directors did not stand for 


10 Sales by Classes of Business 1974 1970 
Amount % Amount 


Agricultural and 

Industrial Chemicals $139,800,000 40.0 $125,000,000 
Explosives, Ammunition 

and Related Products 108,300,000 31.0 92,400,000 
Paints and Pigments 41,100,000 11.8 40,200,000 
Others (each less than 

10% of total) 60,000,000 V2 65,700,000 


$349,200,000 100.0 $323,300,000 
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1971 
19/0 
1969 


Millions of $ 


Mining 


Textiles 


Retail Hardware and 
Sporting Goods 


Rubber & Plastics 


Agricultural 


Pulp and Paper 


Chemicals 


Construction 


Metal Processing 


Export 


Other 


|O 10 20 


soso 
am 
cae 


30 


40 


50 


60 


70 


Te 


(Millions of Dollars) 1971 1970 1969 1968 1967 1966 1965 1964 1963 1962 
$ $ $ § $ $ § $ $ $ 
Sales 949.2 323.3 324.2 3051 273.0 262.5: 2364" 21220164 ere 
Income from operations 243 198 240 247 188 222° 484 So) eee 
Long-term debt interest, : 7 
discount and expense 4.2 4.7 4.7 5:0 4.7 on 3.6 oa 2.0 2.1 
Provision for income taxes 9.9 6.5 7.4 10.4 8.2 9.9 7.6 9.6 rey 6.1 ‘ 
Net income’* 95 84° o 4108 2300 seo ee o Onan 97°. ee 
“Working capital 87.0. 68.1 658 571 454° 589-( 769 760. “sep emeee 
Fixed assets — z 253.0 3202 297.0 301.7 3065 2766 2398 1885 17446 eteage 
“Accumulated depreciation _ 132.7 1646 145.9 1368 1309 1199 1100 (98.5 s0gocemamn 
“Capitalexpenditures 168 148 150 140° 320 447 © 520.9) 165- 1 
Provision for depreciation 197 198 213 189 13.0 41.7 9 104,53 oem eee 
"Long-term debt 66.1 836 825 87.3 862 850 70.6, 071.6) 9407 eee 
Capital stock and retained 
earnings 140.6 130.2 1281 120.6 115.7 1153 1122 “$770 =sevoemeae 
Earnings a common share" $0.95 $0.81 $1.05 $1.00 $0.69 $0.96 $0.81 $1.10 $083 $0.65 
Dividends a common share 0.60 0.60 0.60 0.50 065 O65 0.65 065 O60) O50" 
Quarterly Earnings a Common Share* 1971 1970 
1st Quarter $0.10 $0.16 
2nd Quarter $0.48 $0.44 
Half Year ; $0.58 $0.60 
3rd Quarter $0.20 $0.05 
Nine months $0.78 $0.65 
4th Quarter : $0.17 $0.16 
Year $0.95 $0.81 


*Before extraordinary items. 
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